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Economic Situation in Germany 


In its latest quarterly economic survey, the Deutsche 
Bundesbank states that the general economic situation 
in the Federal Republic still bears the characteristics 
of a marked boom. With the end of the very pronounced 
summer slowdown, certain seasonal expansionary ten- 
dencies have again come to the fore. However, the 
earlier indications of a leveling off of the boom have 
been confirmed insofar as the slackening in business 
demand (as distinct from final demand) has intensified. 
In July and August incoming foreign orders were 7 per 
cent lower than last year; in August they were, for the 
first time in two and a half years, slightly below current 
deliveries. In addition, cancellations of orders became 
more numerous. 


Although the simultaneous slowdown in economic 
expansion in some other countries is an important factor 
explaining the leveling off in the flow of foreign orders, 
the Bundesbank regards the revaluation of the deutsche 
mark of March 6, 1961 and the domestic cost pressure 
as mainly responsible. It appears that only in very few 
instances have exporters reduced their export prices in 
order to compensate fully for the effect of the revalu- 
ation and thereby to defend their market position 
abroad. The generally favorable business conditions in 
the domestic market, which made price increases pos- 
sible, seems to have caused a certain shift in interest in 
favor of the domestic market, though this has not yet 
been reflected in the foreign trade results. 

The decline in domestic orders is attributable mainly 
to very cautious inventory decisions by business in spite 
of generally strong sales and steadily expanding needs 
for raw materials. While most industries still report a 
comfortable backlog of orders, some branches are expe- 
riencing a certain slackening in demand for their prod- 
ucts (see this News Survey, Vol. XIII, pp. 336-37). 
The steel industry booked about 20 per cent less orders 
in the third quarter than during the same period of last 
year, after a 10 per cent decline in the first half of the 
year compared with the first half of 1960. The decline 
in orders for investment goods is seen as a normal 
reaction to a period of excessive ordering and is not 
expected to affect activity in the industry for some time 
to come. This holds also for the building industry, 


Article XII of the GATT 


The Austrian Government has notified the Con- 
TRACTING PARTIES to the General Agreement on Tariffs 
and Trade (GATT) that it has ceased to apply import 


where new projects have been accruing much more 
slowly in recent months than previously. The slackness 
in the order situation for many consumer goods is in 
apparent contrast to the satisfactory development of 
sales and to the favorable prospects for the coming 
months, though part of the additional income will again 
be spent on imported goods and on travel abroad. 

There is, as yet, little indication of a lessening of the 
pressures in the labor market. Since July the number 
of unemployed persons has been almost unchanged at 
95,000 (0.5 per cent of all dependently employed 
persons). The number of vacancies reported is now 
about five times greater than that of unemployed per- 
sons (see also this News Survey, Vol. XIII, p. 352). 
The pressure is increased by a certain reluctance to lay 
off workers when output has to be curtailed or where 
productivity gains might make this possible. As a result, 
the steep upward movement of wages shows as yet little 
inclination to abate: average earnings are likely to be 
10 per cent higher this year than in 1960, while output 
per man will probably rise by only about 4 per cent. 

Prices are also rising continuously, though at a slow 
pace. Price reductions for certain industrial products as 
a result of more intense competition in some markets— 
brought about by the slackening of demand and in- 
creased and more competitive imports since the revalu- 
ation of the deutsche mark in March 1961—have not 
been sufficient to compensate fully for the upward 
trend in agricultural prices (following the unsatisfactory 
harvest yields for most crops) and in cost-sensitive 
industrial goods and services. In view of the large 
discrepancy between wage increases and productivity 
gains, it is held possible that a cost-induced price move- 
ment will now replace the demand-induced upward 
pressure on prices which was prevalent—though not 
fully effective in view of offsetting cost factors—in the 
earlier phases of the boom. Whether the leveling off of 
the boom will be reflected in the movement of prices will 
depend on the future development of costs, and also on 
the trend of prices abroad, which have been relatively 
stable for some time. 


Source: Deutsche Bundesbank, Monatsberichte, Frank- 
furt am Main, Germany, October 1961. 


restrictions for balance of payments reasons, as per- 
mitted by Article XII of the GATT. 

Other countries which during the past two years have 
ceased to invoke Article XII include the United King- 
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dom (see this News Survey, Vol. XII, p. 366); France, 

Ghana, the Federation of Malaya, the Federation of 

Rhodesia and Nyasaland, and Sweden (see this News 

Survey, Vol. XII, p. 422); Norway (see this News 

Survey, Vol. XIII, p. 335); and Australia. 

Source: GATT Press Release, Geneva, Switzerland, 
November 13, 1961. 


Europe 


Long-Term Goals for United Kingdom 

According to a U.K. White Paper (Cmnd. 1522), 
fixed capital investment in the public sector in the 
United Kingdom is expected to rise by about 7 per cent 
in 1961-62 and by nearly 5 per cent in 1962-63. This 
latter increase would be greater except for the need, 
emphasized by the Chancellor of the Exchequer in July, 
to relieve the over-all pressures in the economy. It also 
reflects the process of bringing the rate of increase of 
total expenditure into a better relationship with pros- 
pective resources. The White Paper recognizes that the 
criteria applied to expenditures in the nationalized 
industries, which are responsible for about half of 
public investment, are different from those applicable 
to social investment in the public sector. Capital expend- 
iture by nationalized industries and public corporations 
ought at least to earn a commercial return (see this 
News Survey, Vol. XIII, p. 114), but such criteria 
cannot readily be applied to capital expenditure in the 
public services, where decisions have to be taken on 
broad grounds of public interest. 

Speaking subsequently to the National 
Manufacturers, the Chancellor of the Exchequer, 
Mr. Selwyn Lloyd, envisaged a favorable opportunity 
for the United Kingdom to move from emergency steps 
to the shaping and development of longer-term policies. 
Elements in the broad strategy for the long term which 
he outlined were: (1) An income policy: “You cannot 
have production going up by 3 per cent and wages and 
Salaries going up three times as fast.” (2) Control of 
consumption: “We shall continue to need a very care- 
fully balanced combination of monetary and _ fiscal 
policies.” (3) Government expenditure: “Immediate 
attempts to limit increases in Budget estimates of 
expenditure lead into the long-term reviews of such 
expenditure. We cannot solve any of our problems if 
one sector takes too large a share, and that results at 
once in overloading the economy. This is why I stress 
the idea of a five-year plan for the public sector, to be 
sure that the Government’s expenditure does not rise 
faster than the means of paying for it.” (4) Planning: 
“The possibility of looking further ahead for the econ- 
omy as a whole, matching in the private sector the 


Union of 


work that we are doing in the public sector and trying 
to combine the two”, 

Commenting on the current situation, Mr. Lloyd said 
that the expected rise of some 5 per cent in fixed invest- 
ment in the public sector in 1962-63 should make up 
for the downward movement of investment in manu- 
facturing industry. World conditions, e.g., the improve- 
ment, actual or prospective, in the position of primary 
producers, offered a favorable prospect for exports; and 
it was important that the United Kingdom should not 
achieve its current account surplus by cutting imports, 
but by an increase in exports, since such an increase 
was the growth leader. In conclusion, Mr. Lloyd said 
that if the Common Market negotiations were success- 
ful, the United Kingdom would be moving into a 
position where every year protection would be less and 
competition would be keener. The opportunities would 
be immense, but it would be all too easy for the United 
Kingdom to price itself out of reach of them. 


Sources: The Economist, November 4, 1961, and The 
Times, November 16, 1961, London, England. 


Norwegian Economic Policy Report 


The Finance Committee of the Norwegian Storting, 
in a recently issued report on its study of the budgets 
(see this News Survey, Vol. XIII, p. 327), draws atten- 
tion to the need to prevent internal costs from rising 
above those prevailing abroad. The Committee is agreed 
that the primary aims of economic policy must be to 
maintain full employment, encourage increases in pro- 
duction, and ensure an equitable distribution of income. 
The Committee is also agreed on the necessity for 
preventing an undue rise in prices, but it is divided as 
to the best ways of achieving this aim. The Labor Party 
associates itself in general with the Government's budget 
proposals, but points out, with the other parties, that the 
proposed increase in the gasoline tax could lead to a 
general rise in prices which would be undesirable in the 
present circumstances. The Center parties consider that 
savings should be encouraged and that the tax allow- 
ances on bank deposits and interest should be increased. 
They also maintain that it would be a mistake to return 
to the system of direct price controls. The Conservative 
Party believes that the Government’s national and fiscal 
budgets have not taken adequate account of the need to 
balance supply and demand and thereby to check infla- 
tion and reduce the payments deficit. It feels that in the 
present boom conditions the Government should exer- 
cise restraint in the realization of its plans, and in 
particular should refrain from competing unduly with 
the private sector for the available labor. It also con- 
siders that, in countering the excess demand, less 
emphasis should be placed on maintaining a high level 
of government revenue and more on the encouragement 
of personal and corporate saving. 





INTERNATIONAL FINANCIAL NEWS SurRVEY, Vol. XIII, No. 46, November 24, 1961 367 


The price level in Norway continues to rise. On Octo- 
ber 15 the consumer price index was 105 (1959=100), 
compared with 104 a month earlier and 101 at the 
end of 1960. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, November 6, 1961. 


Norwegian-Cuban Barter Agreement 


A barter agreement for the exchange of NKr 8 million 
($1.12 million) worth of Norwegian goods for the same 
value of Cuban goods has recently been concluded. 
Cuba will deliver 20,000 tons of sugar and will in 
return receive stockfish, other fish products, and various 
other items. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
Way, November 11, 1961. 


Swedish Credit Policy 

The Swedish Government has decided to propose 
measures to strengthen legislative control of the credit 
market, and a Bill is to be presented shortly prescribing 
new ratios for liquidity, cash, and investments. Liquidity 
ratios (the ratio between liquid funds and deposits) 
have hitherto applied only to the commercial banks, but 
are now to be extended to the savings banks, agricul- 
tural banks, the postal giro system, and the post office 
savings bank. Cash ratios (the ratio between a bank’s 
deposits with the Riksbank and its own deposits) will 
apply only to joint stock banks and the post office bank- 
ing operations. At present, voluntary agreements are in 
force between the Riksbank and the credit institutions, 
but the Riksbank can ask the Government to lay down 
liquidity and cash ratios. 

Under the proposed law, the Government will con- 
tinue to prescribe the regulations but the Riksbank will 
be authorized to vary the level of the ratios, within 
specified limits. The maximum limit proposed for the 
liquidity ‘ratios is 50 per cent and for the cash ratios 
15 per cent. The law prescribes that if the ratios are 
not observed the Riksbank will be able to apply a 
penalty rate, which for the liquidity ratios will be 
4 per cent of the shortfall. For the cash ratios the 
penalty rate will be 3 per cent above the Riksbank’s 
discount rate. These penalty rates will come into force 
automatically. 

The proposed law will also contain provisions to 
regulate the capital market, which at present is subject 
only to voluntary agreements. According to the Gov- 
ernment’s proposal, the Riksbank will be able to pre- 
scribe investment ratios for all the important groups of 
capital market institutions (insurance companies, sav- 
ings banks, the post office savings bank, the postal giro 
system, and the public pensions fund). These institu- 
tions may be required to employ up to 80 per cent of 
increases in deposits for specified purposes, mainly 


financing house building and making loans to the Gov- 
ernment. Different percentages may be prescribed for 
the various kinds of credit institution, and even for 
credit institutions of the same kind. According to the 
proposal, the ratios for life insurance companies should 
not exceed 75 per cent and for other insurance com- 
panies 50 per cent. 

The Bill emphasizes that the proposed law is of a 
stand-by nature. The powers conferred are described as 
a means of supporting and supplementing measures of 
interest rate policy and market operations affecting the 
credit market, and not as a means of replacing these 
measures. 

Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 
ber 28, 1961. 


Danish Import Controls 


On November 10 the Minister of Commerce of 
Denmark presented a proposal to the Parliament that 
the exchange law should be extended for a further 
two years. The Minister said that if Denmark were to 
become a member of the Common Market it might 
become necessary to change the law, but that at the 
present time it was impossible to visualize all the conse- 
quences for Denmark of such a development. 

In a review of the liberalization of trade during the 
last year and a half, the Minister said that it had been 
possible to maintain production in Denmark despite the 
sharp increase in imports; in his opinion, liberalization 
had furthered the rationalization of production in those 
industries which now had to face foreign competition. 
Because of these favorable results, the Government pro- 
posed to continue liberalizing at a reasonable pace. The 
Minister added that there had been in the past two years 
a considerable increase in the issuance of import 
licenses for those commodities which are still regulated, 
and a further increase is contemplated for the coming 
year. 

As a result of import liberalization, the number 
employed in the licensing office (now in the Ministry of 
Commerce) has been reduced, and may be reduced 
further. The costs of administrat. : being thus lower, 
it will be possible to reduce the import fees from 
3 per mil to 2 per mil of the amount of the license. 
Source: Borsen, Copenhagen, Denmark, November 11, 

1961. 


Austrian Budget, 1962 F 


The budget submitted to Parliament by the Austrian 
Government for the calendar year 1962 provides for 
total expenditures of S 53.9 billion. In the ordinary 
budget, receipts are estimated at S 52.0 billion and 
expenditures at S 52.5 billion; the Finance Minister 
stated, however, that he expects the ordinary budget to 
be balanced as a result of an increase in revenue beyond 
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the estimate. The extraordinary budget provides for 
investment expenditures of S 1.4 billion, to be financed 
by loan operations. In this connection, the Finance 
Minister emphasized that the 1962 budget includes 
expenditures of some S 1.3 billion for the redemption 
of government debt, thus almost fully offsetting the 
amount of new borrowing required next year. The 
Minister also reported that in 1961 to date the govern- 
ment debt has been reduced by about S 0.8 billion 
(mainly through the redemption of short-term Treasury 
certificates), while in 1960 the debt 
increased by § 2.5 billion. 

A comparison of the 1962 budget estimates with the 
revised budget estimates for the current year, taking 
into account the budgetary adjustments adopted in 
May 1961 (see this News Survey, Vol. XIII, p. 164), 
shows increases of § 5.1 billion (10 per cent) in total 
budget expenditures and S 4.3 billion (9 per cent) in 
total budget receipts for 1962. Budget revenue, how- 
ever, has been rising in recent months, and the final 
total is likely to be somewhat nearer the 1962 estimate. 
During the period January-September 1961, gross tax 
receipts amounted to S 25.9 billion and other budget 
receipts (mainly receipts of the Federal Railroads and 
State monopolies) to S$ 15.8 billion, compared with 
S 21.8 billion and § 14.6 billion, respectively, during 
the same period of 1960. 

The expected further increase in revenue in 1962— 
without an increase in tax rates—is based on the 
assumption that the economic boom in Austria will 
continue next year. However, in view of the full 
utilization of the domestic labor force and the limitations 
of industrial capacity (which is already in use to a very 
high degree), a slowdown in the rate of expansion of 
the gross national product is anticipated. The Govern- 
ment believes that the real gross national product will 
rise by 3-4 per cent in 1962, against increases of 
8.4 per cent in 1960 and about 6 per cent in the 
first half of 1961. 


government 


Sources: Wiener Zeitung, October 26, 1961, Finanz- 
nachrichten, October 27, 1961, and Oster- 
reichische Nationalbank, Mitteilungen, Octo- 
ber 1961, Vienna, Austria; Neue Ziircher 


Zeitung, Ziirich, Switzerland, November 2, 
1961. 


Reform of Monetary Control in Belgium 


The Belgian Government has announced that it 
intends to introduce, in the near future, a modification 
of the present system of reserve requirements for banks 
(see also this News Survey, Vol. XIII, p. 227), which 
was set up in 1946 and reformed in 1957. This system 
is characterized by the existence of two compulsory 
reserve ratios and by a link between some key interest 
rates and the National Bank’s discount rate. 
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The first ratio is a cash reserve requirement of 4 per 
cent of sight deposits, consisting of cash, deposits at 
the National Bank or the Postal Checking system, and 
call money. The second is a so-called “cover” reserve 
requirement against sight deposits, composed of two 
parts: (1) a “partial” cover of 40 to 50 per cent of the 
banks’ sight deposits (depending on the size of the 
bank), for which there are two categories of eligible 
assets—a fixed amount represented by the certificates 
of the BF 28.9 billion Government Special Loan of 
November 1957, issued to consolidate in the banks’ 
portfolios the Treasury bills they held at that time, and 
a variable amount represented by 4-month Fonds des 
Rentes certificates; (2) a “diversified” cover of 15 to 
20 per cent consisting of all assets eligible as “partial” 
cover, plus short-term Treasury bills (up to 12 months) 
and all securities in Belgian francs with a maturity not 
exceeding 3 years that are issued or guaranteed by the 
Government. 

The 1957 reform also linked the interest rates paid 
by the banks on time deposits to the National Bank’s 
discount rate. At the same time, interest rates on 
4-month Treasury bills representing the BF 8.9 billion 
“Tranche B” of the Government Special Loan of 
November 1957 and interest rates on Fonds des Rentes 
certificates were also linked to the official discount rate. 

The monetary authorities have proposed reforms of 
this system for several reasons. The obligation of the 
banks to invest a large part of their deposits in public 
paper is limiting the banks’ capacity to provide credit 
needed by the private sector to assure economic expan- 
sion. The Fonds des Rentes does not need to continue 
to expand automatically as sight deposits of banks 
increase, since the funds it has accumulated so far are 
regarded as sufficient for the achievement of its object- 
ives. Finally, the authorities desire to restore to the 
market forces the determination of the interest rates 
paid on future public issues. A lowering of the interest 
rates can be expected from the reform now envisaged, 
which would alleviate the burden of the debt for the 
Treasury and also have favorable effects on the level of 
investments and on economic expansion in the country. 

Under the proposed reform, the banks would not be 
compelled to purchase Fonds des Rentes certificates 
against increases in their deposits until the ratio of the 
certificates held by them to their deposits is reduced 
by 5 points; for instance, from 65 to 60 per cent for 
the largest banks. When this new position is reached, 
they would again have to purchase certificates against 
further increases in deposits, but the aim of the Govern- 
ment would be to reduce progressively the percentage 
of the banks’ deposits which has to be covered by such 
certificates. Moreover, the former distinction between 
“partial” cover and “diversified” cover would be elimi- 
nated, which would give more liberty to the banks in 
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the selection of the paper to satisfy their cover require- 
ments. The composition of the assets that would be 
eligible for inclusion in the coefficient de couverture is 
still under consideration. Secondly, a new reserve 
requirement would be introduced as an additional 
instrument of monetary policy. This coefficient de 
reserve monétaire would enable the banks to be required 
to hold noninterest-bearing balances at the National 
Bank, up to a maximum of 20 per cent of sight deposits 
and 7 per cent of time deposits, or to buy interest- 
bearing certificates which the Fonds des Rentes would 
issue, the proceeds of which would be sterilized in the 
account of the Fonds des Rentes at the National Bank. 
Finally, the present cash ratio would be abolished. 

The interest rates on Fonds des Rentes certificates 
would no longer be linked to the discount rate of the 
National Bank but would be determined by tender. 
The interest rate on the so-called “Tranche B” Treasury 
bills would, as in the present system, be identical with 
the rate on Fonds des Rentes certificates. 

Finally, the interest rates on bank time deposits would 
no longer vary in relation to the official discount 
rate but would be based on such considerations as the 
state of the market, the position of the balance of 
payments, and the evolution of economic activity in 
general. They would be decided either by the banks 


with the approval of the National Bank, or on the 
initiative of the latter. 


Sources: L’Echo de la Bourse, October 15, 1961, La 
Libre Belgique, October 15, 1961, and Agence 
Economique et Financiére, October 16, 1961, 
Brussels, Belgium. 


Yugoslav-Moroccan Economic Agreement 


On September 28, 1961, Yugoslavia and Morocco 
signed an agreement for economic and technical cooper- 
ation providing for the delivery of $5 million worth of 
equipment to Morocco on credit and for the training of 
Moroccan personnel by Yugoslav firms in order to 
establish certain lines of production in Morocco. 


Source: Federal Chamber of Foreign Trade, Commer- 


cial News of Yugoslavia, Belgrade, Yugoslavia, 
October 15, 1961. 


New Customs Tariff of the U.S.S.R. 


Since October 1, a new customs tariff has been in 
force in the U.S.S.R. For all types of goods, two differ- 
ent rates of ad valorem duty are prescribed, a so-called 
minimum rate and a maximum rate. The minimum rate 
of duty is applied to imports of goods coming from 
countries that for their part grant the U.S.S.R. the 
benefit of the most-favored-nation clause. The maximum 


rate of duty is applied to goods imported from all 
other countries. 


The minimum rate of duty on most goods imported 
is zero, i.e., most goods can be imported from the 
favored countries duty free. Where a duty is prescribed, 
it generally ranges from | to 5 per cent; there are also 
goods, however, on which rates of 10, 15, 20, and 25 per 
cent—and on one item, precious stones, amber, and 
jewelry, 50 per cent—are levied. 

The maximum rate of duty (on goods imported from 
the nonfavored countries) ranges generally from 5 to 
40 per cent; on one item (again precious stones, etc.) it 
is 70 per cent. In this category there are no duty- 
free imports. 

It is reported that the new tariff is divided into 
nine groups, comprising 244 tariff items. Imports in 
Group 1, viz., machinery, are practically all duty free; 
in Group 2—fuel, raw materials, metals—only some 
imports are duty free. The rates of duty laid down for 
Group 9, consumer goods, are, with few exceptions, 
relatively high; for imports from the nonfavored coun- 
tries, they amount for the most part to 25, 30, and 
40 per cent. 

As an appendix to the customs tariff there is given a 
list of the goods whose import into the U.S.S.R. is for- 
bidden, e.g., all kinds of military weapons, narcotics, 
and also printed matter, photographs, and cinemato- 
graphic films and drawings which are politically or 
economically detrimental to the U.S.S.R., etc. There is 
also attached a list of the goods whose export from the 
U.S.S.R. is forbidden, such as military weapons and 
works of art. 


Source: “JW” Internationale Wirtschaft, Vienna, Aus- 
tria, October 20, 1961. 


Africa 


Planning and Control Commissions in Ghana 


The President of the Republic of Ghana has announced 
the setting up of a State Planning Commission and a 
State Control Commission with wide powers to “ensure 
from now on proper planning, coordination and control 
in all activities of the Government.” The functions of 
the Planning Commission will be to examine and evalu- 
ate all existing development projects in the light of a 
system of priorities laid down by it, to direct and 
supervise the formulation of a new comprehensive 
economic plan, and to recommend urgent new projects 
pending the adoption of the new plan. The Control 
Commission will be responsible for keeping the financial 
position of the State under review, for recommending 
adjustments in expenditure and taxation in the light of 
the general economic situation, and also for reviewing 
the organization of the State administration, including 
public boards and corporations. Projects involving new 
government expenditure will require the approval of 
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both Commissions before being considered by the 
Cabinet. The President of Ghana is Chairman of both 
Commissions. 


Source: Central Office of Information, Commonwealth 
Survey, London, England, October 10, 1961. 


French Aid to Dahomey and Senegal 

Under a new agreement signed on September 21, 
1961, France will grant to Dahomey a loan of 
CFAF 430 million ($1.75 million) to finance the 
economic and social development of Dahomey in 1961. 

Mr. Mamadou Dia, Prime Minister of the Republic 
of Senegal, and Mr. Jean Perilhou, Chief of the Perma- 
nent French Mission on Aid and Cooperation in Dakar, 
signed on October 2, 1961 an agreement by which the 
Fonds d’Aide et de Coopération will grant a loan of 
CFAF 828 million ($3.3 million) to Senegal. This 
loan is to finance social and rural development and 
infrastructure expenditures under Senegal’s new Four- 
Year Development Plan. 


Le Monde, October 5, 1961, and Marchés 
Tropicaux et Méditerranéens, October 
1961, Paris, France. 


The New Federal Republic of Cameroun 


As from October 1, 1961, the former British- 
administered trust territory of Southern Cameroons and 
the Cameroun Republic have federated to form the 
Federal Republic of Cameroun. The former Southern 
Cameroons, whose capital is Buea, will be known as 
Western Cameroun; and the territory hitherto known 
as the Cameroun Republic, whose capital is Yaounde, 
will be called Eastern Cameroun. The capital of the 
federation will be Yaounde. There will, however, be no 
federal legislative elections until April 1964. Difficult 
problems of transition arise. Apart from the immediate 
question of internal security and the more detailed 
constitutional and political changes to be made, unifi- 
cation will also mean a transition from one kind of 
institution, taxation system, and form of administration 
to another. In particular, there are different currencies, 
weights and measures, educational systems, and civil 
law, and differing policies on such things as tariffs, 
budgetary procedures, and commodity price stabilization. 

A timetable has been agreed for the currency change- 
over. The Nigerian pound will be replaced by the 
CFA franc at the beginning of 1962. The present sepa- 
rate customs administrations are being continued for 
the time being, although customs officials on the border 
between the two regions will be retained only for 
statistical purposes, no equalizing duties being levied. 


Sources: West Africa, September 30, 1961, and The 
Economist Intelligence Unit Ltd., Former 
French Tropical Africa and Liberia, Octo- 
ber 1961, London, England. 


Sources: 


Far East and Australasia 
Balance of Payments of Japan 


The foreign exchange statistics of Japan show that 
receipts and payments in respect of trade in the first half 
of fiscal 1961 (April 1961-March 1962) resulted in a 
deficit of $598 million, compared with a surplus of 
$70 million in the same period of fiscal 1960. The 
deterioration was due to a marked slackening in the 
growth of exports and to a considerable increase in 
imports, chiefly for the continued domestic economic 
expansion. Including a deficit of $66 million in other 
current transactions, the total deficit on current account 
for April-September 1961 was $664 million, compared 
with a surplus of $61 million in the same period of 
fiscal 1960; however, the deficit was $84 million for 
September, in contrast to a deficit of about $100 million 
or more in each of the four preceding months. 

Capital transactions in the first half of fiscal 1961 
yielded a surplus of $309 million (an increase of 
$78 million over the same period of fiscal 1960). There 
were, however, small deficits in August and September. 
owing mainly to the slower increase in the outstanding 
amount of import usance bills and to the drawings in 
yen by the United Kingdom from the International 
Monetary Fund, which were converted into foreign 
currency. 

Official reserves decreased by $387 million in the 
first half of fiscal 1961, to $1,610 million at the end 
of September. 

Preliminary figures for the Japanese balance of pay- 
ments in October, based on export and import letters 
of credit, showed a surplus of $43 million, compared 
with $18 million in September. Some increase in vali- 
dated exports to the United States was also recorded, 
but reserves fell further, to $1,506 million. Wholesale 
prices in Japan have continued to sag (see this News 
Survey, Vol, XIIL, p..363). 


Sources: Nihon Keizai Shimbun, October 24, 1961, and 
Yamaichi Securities Co., Ltd., Yamaichi 


Weekly Circular, November 13, 1961, Tokyo, 
Japan. 


Recent Developments in Australia 


The Federal Treasurer of Australia, Mr. Holt, said 
on November 9 that there were encouraging signs of 
improvement in building activity, manufacturing, the 
amount of available loan money, and employment. 
Figures later released by the Department of Labor 
showed that the number of unemployed dropped by 
12,000 in October, to 96,500 or 2.3 per cent of the 
work force. 

Australian trading banks showed an increase in 
deposits of more than £A 37 million in October, the 
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largest monthly increase in four years. Advances in- 
creased by nearly £A 6.5 million, the first rise since July. 

Australia had a surplus on merchandise account of 
£A 27.7 million in October. This is the sixth month in 
succession which has shown a surplus, For the 
four months ended October 31 there was a surplus of 
£A 63.6 million, compared with a deficit of £A 119.1 mil- 
lion for the same period last year; exports were greater 
by £A 81 million, while imports were lower by 
£A 101 million. 

Australia’s exports of wool (excluding wool on skins) 
totaled £A 64.5 million for the three months ended 
September 30, a rise of £A 6.4 million, or 11 per cent, 
over the corresponding period last year. The increase 
was due to a rise in both volume and unit value. Subse- 
quently, owing to reduced Japanese purchases. during 
October, Wool prices fell; at the end of the month they 
were some | per cent to 4 per cent lower than they had 
been at the end of September. 


Sources: Commonwealth Bureau of Census and Statis- 
tics, Australian Overseas Trade: October 1961, 
Canberra, Australia; Bank of New South 
Wales, Wool Notes, Sydney, Australia, Octo- 
ber 27, 1961; Australian News and Informa- 
tion Bureau, Australian Daily News, New 
York, N.Y., November 13, 1961. 


Western Hemisphere 


Common Market Proposals and U.S. Grain Exports 


In a recent study, the U.S. Department of Agriculture 
discusses the impact of proposals by the European 
Economic Community (EEC) upon U.S. competitive- 
ness in bread and feed grain exports to the EEC area. 
The study points out that the changes which the EEC is 
proposing in the existing price-support systems and 
methods of protecting local producers from foreign 
competition might increase the incentives to producers 
to maintain and expand the uneconomic production of 
grains which have characterized the national grain poli- 
cies of EEC members during the past 25 years. 

EEC studies indicate that the continuation of present 
grain policies will make the area about 99 per cent 
self-sufficient for wheat and 82 per cent self-sufficient 
for feed grains by 1965. During the five-year period 
ending June 1960, the percentages were 89 per cent for 
wheat and 75 per cent for feed grains. By 1965, wheat 
production is expected to cover all requirements in 
quantity, though not in quality. Consequently, imports 
will be limited to quality wheats for blending purposes; 
these amount to about 1.5 million metric tons annually 
at present and will probably continue at that level for a 
number of years. Imports of other types (filler wheat), 
which now average 3.7 million tons annually, would be 
virtually eliminated. For feed grains, the attainment of 


the present goal for 1965 would reduce annual import 
needs by 10-15 per cent below the current average 
of 7.8 million tons, unless the Common Market stimulus 
to business, employment, and incomes results in sub- 
stantially increased consumption of livestock products. 

An important feature of the proposals is the elimi- 
nation of customs duties and the adoption of a system 
of variable import levies. Under this system, compensa- 
tory levies on imports would be imposed whenever the 
c.i.f. price for the imported product was lower than 
the EEC border price for the domestic product. The 
Department of Agriculture comments that the EEC 
proposals would provide an undue competitive advan- 
tage to suppliers in the EEC and its overseas territories, 
and relegate the United States and other nonmember 
exporting countries to the position of residual suppliers. 


Source: Department of Agriculture, Jmpact of Common 
Market Proposals on Competitive Status of 
U.S, Bread and Feed Grains in the EEC Area, 
Washington, D. C., October 1961. 


Latin American Electricity Requirements 


Latin American electricity experts, meeting recently 
in Mexico City, formulated estimates of the expansion 
of electric generating capacity required in their countries 
during the next ten years. Compared with 61.3 billion 
kilowatt-hours generated in 1959, total Latin American 
requirements in 1970 are put at 196.4 billion kilowatt- 
hours. The cost of the necessary capacity is estimated 
at US$12.4 billion, of which machinery and equipment 
costing US$5 billion would have to be imported. The 
largest outlays will be needed in Brazil (US$4 billion), 
Mexico (US$2 billion), Argentina (US$1.4 billion), 
and Venezuela (US$1.05 billion). 


Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, Novem- 
ber 4, 1961. 


Central American Clearing House 


A Central American Bankers’ Clearing House began 
operations on October 1. It has an initial capital of 
$900,000, contributed equally by El Salvador, Guate- 
mala, and Honduras; of this sum, $225,000 is in 
U.S. dollars and the remainder in the three countries’ 
currencies. When Costa Rica and Nicaragua ratify the 
agreement and pay their share, the capital will be 
$1.5 million. The main purpose of the clearing fund 
is to encourage the use, for transactions among Central 
American countries, of Central American currencies 
(notionally expressed in pesos centroamericanos ($CA): 
| peso centroamericano = 1 Guatemalan quetzal 
= 2 Honduran lempiras = 2.5 Salvadoran colones). 


Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, Novem- 
ber 4, 1961. 
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Industrial Activity in Costa Rica 


Between the third quarter of 1960 and the third 
quarter of 1961, industrial expansion in Costa Rica 
continued at a pace very like that in the previous 
three years. Industrial consumption of electricity in- 
creased by more than 16 per cent, industrial employment 
rose by about 6 per cent, and the industrial wage index 
rose by 11 per cent. Since 1957, industrial consumption 
of electricity has risen at an average annual rate of 
12 per cent, industrial employment by § per cent a year, 
and the industrial wage average by 10 per cent a year. 
The cost of living has increased by less than 4 per cent 
since 1957, so that almost all of the increase in money 
wages represents an increase in real income. 


Source: Banco Central de Costa Rica, /nformacién 
Econémica Semanal, San José, Costa Rica, 


November 7, 1961. 


Panama's Four-Year Development Plan 


The President of Panama recently announced the 
institution of a four-year economic development plan 
estimated to cost $206.7 million. Of this total, some 
$110 million will be borrowed and the remainder 
financed from the country’s current resources. The aims 
of the plan will be to increase per capita income from 
$380 per annum to at least $390, and to achieve an 
economic position which will enable all classes to 
attain a decent standard of living. 


Source: Banco Nacional de Comercio Exterior, S.A.., 
Comercio Exterior de Mexico, Mexico, D.F.. 
November 1961. 


New Bolivian Monetary Unit 


A draft Bill has been presented to the Bolivian 
Congress to reform the currency, replacing the boliviano 
by a new unit, the potosi, at the ratio of 1,000 bolivianos 
to 1 potosi. The plan has been dictated by several 
circumstances: the long period of inflation is past and 
the currency is stabilized; the National Economic and 
Social Development Plan has been approved; “Oper- 
ation Triangle” for the rehabilitation of the national 
tin mines is under way (see this News Survey, Vol. XIII, 
pp. 184 and 231); and there is a possibility of obtaining 
additional resources from abroad for productive invest- 

“ments. As a consequence, the Government has thought 
it necessary to adopt a monetary unit that is adjusted 
to the new situation and, above all, to the new outlook 
for the Bolivian economy. 

Under the draft law, the Central Bank of Bolivia is 
exclusively empowered to acquire and issue currency 
under stipulated conditions; in the past the bank of issue 
has shared this power with the National Treasury. 


Beginning on January 1, 1962, monetary transactions 


and data will be expressed in the new currency, so that 
the statistical and accounting advantages of the reform 
may accrue as soon as possible. On advice from the 
Central Bank, the Government will establish suitable 
conditions and time limits to facilitate the exchange of 
the old bills for the new. Meanwhile, the two currencies 
will circulate together in order to accustom the public 
to the potosi and facilitate the change-over. 


Source: El Diario, La Paz, Bolivia, September 24, 1961. 


Summary Index 


GATT: Countries Ceasing to Invoke Article XII 


Australia: Economic Developments, Oct. 1961 
Austria: Abandons Use of GATT Article XII 
Budget, 1962 
Belgium: Reform of Monetary Control 
Bolivia: New Monetary Unit 
Cameroun: Federal Republic Established 
Central America: Bankers’ Clearing House 
Costa Rica: Industrial Activity 
Cuba: Barter Agreement with Norway 
Dahomey: Loan from France 
Denmark: Import Licensing 
France: Loans to Dahomey and Senegal 
Germany, Fed. Rep.: Economic Situation, 3rd Quarter 1961 
Ghana: Planning and Control Commissions 
Japan: Balance of Payments, Apr.-Oct. 1961 
Latin America; Electricity Requirements to 1970 
Morocco: Agreement with Yugoslavia 
Norway: Barter Agreement with Cuba 
Economic Policy 
Panama: Four-Year Development Plan 
Senegal: Loan from France 
Sweden: Credit Policy 
U.S.S.R. New Customs Tariff 
United Kingdom: Long-Term Goals and Policy 
United States: EEC and U.S. Grain Exports 


Yugoslavia: Agreement with Morocco 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment. Any suggestions made or opinions 
expressed are taken from the sources quoted. Items are 
selected for inclusion because they are in fields of par- 
ticular interest to the Fund; their selection does not 
necessarily imply that they reflect the Fund's views. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 

The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D.C. 








